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Act for a residence of the applicable size; ex-
cept that the applicable dollar amount limi-
tation in effect for any area under this para-
graph (a)(1) may not be less than the dollar
amount limitation in effect under paragraph
(a) of this section for the area on May 12,
1992.

(2) Loan-to-value limitation—principal resi-
dence—no approval before construction. If the
mortgage covers a dwelling that is to be oc-
cupied as a principal residence (as defined in
paragraph (f)(1) of this section) and the
dwelling was not approved for mortgage in-
surance before the beginning of construction,
the loan-to-value ratio may not exceed 90
percent of the appraised value of the prop-
erty as of the date the mortgage is accepted
for insurance, unless the dwelling:

(i) Was completed more than one year be-
fore the date of the mortgage insurance ap-
plication; or

(ii) Was approved for guaranty, insurance,
or a direct loan by the Secretary of Veterans
Affairs before the beginning of construction;
or

(iii) Is covered by a consumer protection or
warranty plan acceptable to the Secretary
that meets the requirements of §§ 203.200–
203.209.

(3) Loan-to-value limitation—principal resi-
dences—approval before construction. If the
mortgage covers a dwelling that is to be oc-
cupied as a principal residence (as defined in
paragraph (f)(1) of this section) and the
dwelling is approved for mortgage insurance
before the beginning of construction, or the
dwelling meets one of the alternative condi-
tions listed in paragraph (a)(2) of this sec-
tion, the following loan-to-value ratios
apply:

(i) If the appraised value of the property
does not exceed $50,000, the loan-to-value
limitation is 97 percent of the appraised
value of the property as of the date the
mortgage is accepted for insurance.

(ii) If the appraised value of the property
exceeds $50,000, the loan-to-value limitation
is 97 percent of the first $25,000 of the ap-
praised value of the property as of the date
the mortgage is accepted for insurance, and
95 percent of the appraised value in excess of
$25,000, but not in excess of $125,000, and 90
percent of the value in excess of $125,000.

(iii) If the mortgagor qualifies as a veteran
(see paragraph (b) of this section), the loan-
to-value limitation is the lesser of (A) 100
percent of the first $25,000 of the appraised
value of the property as of the date the
mortgage is accepted for insurance, plus 95
percent of the appraised value in excess of
$25,000, but not in excess of $125,000, and 90%
of the value in excess of $125,000; or (B) the
sum of the appraised value not in excess of
$25,000 and the items of pre-paid expense ap-
proved by the Commissioner, minus $200,
plus 95 percent of the appraised value in ex-

cess of $25,000, but not in excess of $125,000,
and 90% of the value in excess of $125,000.

(4) Loan-to-value limitation—secondary resi-
dences. If the mortgage covers a dwelling
that is to be occupied as a secondary resi-
dence (as defined in paragraph (f)(2) of this
section), the loan-to-value ratio may not ex-
ceed 85 percent of the appraised value of the
property as of the date the mortgage is ac-
cepted for insurance.

(b) Veteran qualifications. The special vet-
eran terms provided in paragraph (a) of this
section shall only be applicable to a mort-
gage covering a single family dwelling exe-
cuted by a mortgagor who submits to the
Commissioner one of the following certifi-
cations:

* * * * *

(d) * * *
(1) * * *
(i) 75 percent of the dollar limitation on

the principal obligation for a one-family res-
idence under paragraph (a)(1)(i) of this sec-
tion. This limit may be increased by up to 20
percent, if necessary to account for the in-
creased cost of the residence due to the in-
stallation of a solar energy system, as de-
fined in § 203.18a(b).

* * * * *

(f) * * *
(4) * * *
(i) * * *
(ii) Borrower-paid closing costs allowed

under § 203.27(a)(1)–(3), except that neither
sales price nor closing costs shall apply for
purposes of paragraph (g) of this section.

* * * * *

2. At 64 FR 14574, Mar. 25, 1999, § 203.18 was
amended by revising paragraph (a)(3), effec-
tive Apr. 27, 1999. For the convenience of the
user, the superseded text is set forth as fol-
lows:

§ 203.18 Maximum mortgage amounts.
(a) * * *
(3) An amount equal to 90 percent of the

appraised value, if the dwelling is a new
home that was completed 1 year or less from
the date of the mortgage insurance applica-
tion and the dwelling is neither approved be-
fore the beginning of construction or covered
by an acceptable consumer protection or
warranty plan as provided in section
203(b)(2)(B) of the National Housing Act; or

* * * * *

§ 203.18a Solar energy system.
(a) The dollar limitation provided in

§ 203.18(a) may be increased by up to 20
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percent if such an increase is necessary
to account for the increased cost of the
residence due to the installation of a
solar energy system.

(b) Solar energy system is defined as
any addition, alteration, or improve-
ment to an existing or new structure
which is designed to utilize wind en-
ergy or solar energy either of the ac-
tive type based on mechanically forced
energy transfer or of the passive type
based on convective, conductive, or ra-
diant energy transfer or some combina-
tion of these types to reduce the en-
ergy requirements of that structure
from other energy sources and which is
in conformity with such criteria and
standards as shall be prescribed by the
Secretary in consultation with the Sec-
retary of Energy.

[45 FR 51770, Aug. 5, 1980]

§ 203.18b Increased mortgage amount.
(a) If any party believes that a mort-

gage limit established by the Secretary
under § 203.18(a)(1) does not accurately
reflect the median house prices in an
area, the party may submit docu-
mentation in support of an alternative
mortgage limit. For purposes of this
section, an area (1) must be at least the
size of a county, whether or not the
area is located within a metropolitan
statistical area, as established by the
Office of Management and Budget; and
(2) may be an area for which the mort-
gage limits established under
§ 203.18(b)(1) apply.

(b)(1) The documentation referred to
in paragraph (a) of this section must
consist of sufficient housing sales price
data for the entire geographic area for
which the request is made to justify an
alternative mortgage limit. The docu-
mentation should include a listing of
actual sales prices in the area for all or
nearly all new and existing 1-family
homes and condominiums, over a pe-
riod of time varies with sales volume,
as follows:

(i) For 500 or more sales per month, a
one-month reporting period;

(ii) For 250 through 499 sales per
month, a two-month reporting period.

(iii) For less than 250 sales per
month, a three-month reporting period.
The listing should contain a brief ad-
dress for each property, its county lo-

cation, its sale price, the month and
year of its sale, and whether it is new
or existing. In areas where the ratio of
existing sales to new sales is three-to-
one or greater, an increase in the mort-
gage limit may be based on 95 percent
of the average of the new and the exist-
ing median sales prices. In these areas,
the documentation referred to in this
paragraph may also include separate
median sales prices for both the new
and existing homes.

(2) Requests for an increased mort-
gage limit based upon documentation
of median house prices for the area
should be sent to the appropriate HUD
field office.

(c) In the case of an area where the
Commissioner determines that the me-
dian one-family house price does not
reasonably reflect the sales prices of
newly constructed homes because of an
existing stock whose value is static or
declining, the Commissioner may give
greater weight to the sales prices of
new homes in determining median
house price in such area. Without lim-
iting the discretion of the Commis-
sioner in fashioning appropriate meth-
ods of implementing the foregoing au-
thority in particular circumstances
based upon a demonstration of good
cause satisfactory to the Commis-
sioner, in areas where evidence satis-
factory to the Commissioner indicates
that existing home sales outnumber
new home sales by three-to-one or bet-
ter, the median sales price will be cal-
culated as the greater of (1) the aver-
age of the median sales price for new
and existing homes, and (2) the com-
posite median price of all sales.

(Approved by the Office of Management and
Budget under control number 2502–0302)

[45 FR 76377, Nov. 18, 1980, as amended at 47
FR 917, Jan. 7, 1982; 49 FR 12697, Mar. 30, 1984;
49 FR 14338, Apr. 11, 1984; 53 FR 8880, Mar. 18,
1988; 56 FR 18947, Apr. 24, 1991; 58 FR 41002,
July 30, 1993; 59 FR 13882, Mar. 24, 1994; 60 FR
16033, Mar. 28, 1995]

§ 203.18c One-time or up-front mort-
gage insurance premium excluded
from limitations on maximum mort-
gage amounts.

After determining any maximum in-
surable mortgage amount under the
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